By L. JAY ATKINSON

Agricultural Production and Adjustment

Rapid Reduction in Form Popelation—Increased Eificiency in Production—Per Capita Incomes Advanee

IN combrast to the rise in the nonfam
econemy, furm production and income
in 1802 are about aven with 1961, For
praduction thiz means that oubput,
equal to the high point reached last
¥ear, I8 7 pereent ohove the 1957-50
avarnge. Farm incomes thiz yenr and
Inst yvear hove been well akove other
recent Years except 1968. Avernge m-
ctanes on a per capita or per form basis
have shown a considersble vise in the
piat (ew years due Lo declining tronds
in the number ol farins snd farm popu-
lation. The income per capita ¢l [orm
residents including inecome from nen-
form gources hins rigen in relation ko that
of nonlaym residenta in recent yoars and
tlee #rtio of farme to nonfarm per eopita
incomne is exceaded in only 2 yoars {1948
and 1051} it ile past three deendes, ns
shown in table 1.

Thess coniparizons ara based on new
geries of the Dapartmeni of Agrieulturs
which incorporate 1956 consus data and
new definitions. The incoms concept
for the farm population is Dow on a per-
gonal incone basis and is b component
of OBE'z personal income series. The
vew estimates show o move rapid ad-
justment in agricuiture than hnd heen
appnrent previeusly.

The changes wlieh arn occurring ave
quite diverse, vepresenling both an sc-
celeration of long-standing trends, and
gome new davelopments. The (lorces
making for change include rapid tech-
nological advances and spreading ur-
lranization which have lrought in-
creased spocinlization and enlargement
of Irima, primarily through iwo devel-
opments: (1) a substantinl’ deeline in
the number of smnll and Jess productive
farms.  Commercial agriculture has re-
muined in firm hands—mochanizing,
enlarging and renting the land of Lhe
withdrawing zmall operators. (2} The
axit ol the small<'mming group inko
nonfarm pmevits.  Specifically, a large
proportion of the young adult group
coming of age to enter the lobor force
has gone inke nonfertn jobs and usaelly
into nonfarm residence., The part-time
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group living on farms and werking off
farms, which had shown o ries in earher
periods, remains Inrga, with ite pereent-
age share of househoids rising, although
the sbeolute numbers mre moderntely
lower than B years ngo.

In nddition to the lenger term tronds
in agriculture, current developments in
the principad aspects of tho farn
cconomy ave of special inforsst. These
include a recuetion in surpluses of food
and food graine, and an ineresse in
stocks of collon and of dairy products,

Current Supply-Demand

One of the substantial chenges in
agriculturs in recent yoars hias been the
check in the accwmalation of whant
stochs and the passnge of legislation
for n new vontrol program to be cffac-
five for the 1004 arop. Carryover of
whent bad renched o high of 1.4 billion
bushels on June 30, 1961. It was
rediced 100 milhon bushels in the evop
yenr ended Fune 30, 1082 a5 drouglt
conditions reduced yields and sxports
wers oxpandead to n record rate of
ovar 700 mllion bushels.

Tha whet harvesi Lhis summer was
ngain roduced with o voluntory diver-
sion program and & wandatory 10 per-
cent cut in nerengo from the 55-million
nore allotment of many years standing.
Althongh exporis—at abouk GO0 1nil-
lion bushels—are axpectad te bo some-
what below Lhe reeord rate of the past
2 yvonis, Ghe ostimnied earryaver as of
next June is expecied to be redoced
another 100 million buslels.

For the crop to he huvvested in 1963,
the volunlary diversion progrnom is
again to ke in effect, bub the mandatory
cub I aeresge j8 nDot—i.c., the 55-
million acre allotment is restored for
ona year. Thus, production may he
up somewhat frem the past yonr nnd
caaryover stocks way not show much
chnnge.

For the 1964 crop a new program
goes into effect. The old 55-nillion
acre mininem alletiment whick resulled
in a Luildup in stecks is to be discon-

tinued and the Secretnry of Agriculture
is authorized te set an allotment which
will provide =zome reduction in carry-
oo,

Priges are to bo supported ot two
levels vin a markeling certificate pro-
gram. Wheat for domestic food and
for some portion of exporta is te be sup-
ported st betwesn 65 and 90 poreont
of parity (i.e,, botween $1.80 and $2.20
par bushel, brzed on current parity
prices). For the remsining wheot, o
lower pries support is provided, eon-
gistent with the value of whaeat vsed ns
8 livestock feed and with world wheat
prices.

Feed surplus reduced

Faad grain 2loclks have shown o mora
substantial reduclion than whoat (or
food greing). Beginning with a pesak
carryover of 85 million tous from e
1980 crop, the total waz down ta 71
million tons this {oll end is estimated to
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decline to 57 million tons at the end of
the 1962 crop vear, The cutin surplus
has been necomplished vin & tenpornry
diversion program together with in-
creased utilization of grain both in the
United States nod obread.

A voluntary reduction program is to
be in effect far the 1983 crop, similar to
those ef the past 2 years, except that
the support price is incresased from
$1.20 par bushel to $1.25 and s to
include an 18f poyment ne well as a
$1.07 support price. A new feature ia
that the payment will be mnde on
preduction utilized on the fnrme of
cooperators ng well az upon that portion
sold. Previously, support benefita were
available only for grain sold.  The other
principal change in the 1963 program is
that diversion payments are to bo at n
lower ronte thoan in 1962,

Cotlont stecks fugher

With some incrense in acespe and
good vields, cotton produwction ab 14.7
million bales in 1%62 i=2 higher than in
other recent vems. Domesbic cop-
semiption s Ingging nnd exports have
been runniog below the high rates of
n fow years ago. As a consequence of
these developments astceks me again
rising from the low point reached in
1961, Carryover at the end of the
1962 crop year may be about $ million
bnles, up 2 million from 2 years sarlier,
The acroage allotinens has been reduced
for the 1963 crop but pessible new
lepislation moy permit o higher nallat-
menk.
ffsetting chongeain livestock onipui

Milk production Las been higher in
1962 than a year earliar, but demand
bas not kept pace. Increased market-
ings did not offeet the effecis of lower
support prices for dairy products so
cash recasipte from sale of milk aod
creamn are down slightly. Price sup-
parts for moanufactured daivy products
wara [owared in the =pring of this year,
folowing o decline in eonsmnption of
dniry products in 1961 and an incrense
in production during the yoar. Support
purchases have continued upward dur-
ing the past 2 years, and aecount for
nbout 9 percont of milk production in
1062, Although distribution of CCC
dniry productz hng increased, stocks
hive shown a large rise.

Meat animal peoduction has con-
tinued to expand nt a moderate rate
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comparnble with the expansion in
demand. Prices have been well sis-
toaned, nnd cosly receipis from market-
ings heve been well ahead of 106E.

The number of catile hus been ex-
paading for about 5 years, but unlike
the preceding cattle cvcle of rnpid
expansion followed by sharp liguida-
tion, the curvent rize is more moderola,
Thus, slaughier haz expanded concur-
rently with the buildup in herds whereas
in the sarlier cycla cattle and calf
slaughtar wos curbniled to build up the
hreeding herd,

A lnrge part of the current rize in
beef production is I increased grain
foeding or “finishing" of ateers and
heifars. Mot only i& such sxpansion
well adapted t¢ the rising demand for
high grade besl, but it is rather sinble
fromi the supply side. This 18 beeanse
the fwrnover of cattle sent 1o the fead-
lot is shorter than the tunover of cows
and calves kept to increase procduction.
Beof production in 1962 is expected to
continug upward, possibly n littla fastayr
than the increnss in popalalion.

Thers hos been o shilt in hop produe-
tion during the post year. The pip
crop this epring was emaller than o year
earlior bat the (nll crop was lnrger than
in 1881 and inevosszed pork produslion
ia sxpectecd in ihe paviod ahead. Hop
prices wara gtrong through the summer
months, but prica wealness devaloped
in the Tall of 1862 and prices nre ox-
pected to be saomewhnt lownr in 1903,
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Hog price changes reflect both the
grealar volatility of supply then in the
cage of beel and the proncunced con-
sumier proference for beal that las
becoma especinlly evident in recent
yoenrs. Resesrch is being done to
change the character of perk to meet
changiny consumer iostes, butb signifi-
cant shifts have not yet occurred in the
pork that iz being markated.

Accelerated Changes im
Farming

Aside from the current shifta within
agricuiture, basie changes are peeurring
in the farming industry. One impor-
tant trend i& the rise in aggregnie
oatput of [aym products ot an avernge
ratd of 2 porcent anouelly. (Sea top
panel of the chart en page 26.3 Al-
Lhough rising exporis have ahsorbed
part of the increwse in output, the ss-
Lained rise in produection hins exceaded
that in congumplion and surpluses
hove been sobsiantial {see chari on
page 24). Preliminary estimates lor
1962 indicaic little changs in ageregnie
pukput from lest yenr,

The leng-lern rise in aggregate oub-
put has been accompanied by a more
madernte advauce in fmwn GNP of
nvaend 1% pevcont annnally during the
past two decndes. Farm GNP is one
of the indusiry breakdowns of GNP
presented for wnjor industries in the
October 1962 Suvnvey or Curront
Buarnesa. For [arms, the gross product
ia the vilue added by sgicvllure, after
ndjustmaent Jor ntilization of inter-
medints produets—sauch aa Taed, levtil-
izer, (al, ste, Deductions [rom ng-
grognte Tarm products are mnde for
off-farny supplies uged up and for inter-
Inrm eales—o.g., [eader livestosk sold
Lo eattle-faitening [arms—so a8 fo
eliminaie doulle-counting. The differ-
ence between the rate of advence in
ngpregrta oulput and in [emn GNP
reflects the inerensing proportion of
intormedinie prodocls eonswned. In
the pnst two deeades, intermediate
produels have rvisen from oabout 2D
peceenic of total farm output Lo 45
peveant.

The inerense in [nrm GNF hns bean
aecomipanied Ly n roughly conparable
expansion in the stock of agrieultural
eapital {incloding Innd) atilized and a
shagp drop it Inhor employed, prin-
cipplly that of the farm proprietor, and
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FARM OUTPUT AND PRODUCTIVITY
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unpaid family labor.! As s consequendca
form GNF per dollnr of investment has
remained virtvally stable during the
past two decades, {ns shown in the
charl on page 26) and farm GNP per
hour of labor hes shown & strong ad-
vanee, averaging 5 percent in the past
two decades, nud incrensing to a 7
percent nyerage annual rate of chonge
in the past decade.

If capital and lobovr are considered
together, as in the lnst panel, then farm
GNP per unit of totnl input hes rxisen
ab an nvernge annual rate of o little
leas thon 2 percent in the pust two
decades and about 3 percont in the past
several years. It may be noted that
these rates of chnnge ave about the smwa
ne those derived by the Department of
Agricultare for a similar rvelationship
botween total inputs into farming of
both farm snd nonfavm resources and
ageregnie fnrm output.  Since these are
different conegpts, changes in the ratio
of vilue-addad (Fam QGNF) to farm
inputs might diverge {rem changes in
tetnl ootput per wnit of toial japut,
although they have been broadly similar
in the past two decndes.

For some compavigons, e total in-
pub-outpt rutio is the mmore npproprinie
caneept, eg, when total demund or
eupply of agricoltural commoiities is
invalved. On the ather hand the farm
GNP par anit of eapitn] and lobor is
approprinte when one wishes to eom-
para resource use on the furm with re-
gource use elsewhere. Thus, it muy be
noted that form GINF per enit of enpital
and labor bns wdvnnced moderntely
faster thin the compnrabls ratio for the
nonfarm econony in the past decnda,

One caution is thaé the individual
FoAL COMPALISONs Are Nod YEIY Mmenning-
ful, purtly because of the importence
of weitlier conditions upon crep yields.
The combination of & vather stendy rise
in inputs and of considernble year-to-
year fluctuations in output resylts in
rather large annual shifts in the autput-
input ratio which are often due o
temporary influcnces,”

Rapid adiunstment in agriculture

In broad torms, the inereased rate of
output either per unit of labor or per

1. The eatlmies of deperatwbibe empltnl s2ocks in sgrbeultura
vopy with U wssuowd retool deprecisling. Tb Holétents
alspve e Teysed wisn Lus sloekn ostiuwio of Ewe Depoptisent
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Ui Pabarees Sheet of Aptltuilonn.
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unib of labor and capital eombined in
recent yeirs reflect 8 more rapid acljust-
ment of ngriculbture than in enrlicr years.
This sccelerniion 13 beconmng  more
evident as the veaults of the 1959 Census
of Agriealiure become available and are
iucorporited into the principal agricul-
tural anoual sevies on farm income and
pepulation. FPreliminery results fromn
the sample Conzns for 1880 indicate a
further substintigl change in that year.
Lnbor force figures for 1081 and 1062
suggeat further decreases in agricultural
mmploymend.

The scope of the changes in agricul-
ture is suggested by tha recent vovision
in farm population for 1680 from 20.5
million to 15.8 million? Although tha

Tule I.—Food Froduetion, Consumptbon,
il

Prices
1D T-50 =10
Topd | ClvAion | Wikoln- Coar
mprhet- T3 auln poben | sumte
Teor 1|1]|;-$ ayy f.'nrill o price of
Wty | Foonl pon- | proeveand| © Food
il bp-[susgpdon]” foods
Lion
5 i ™ ™
) L H 1
bt 108 14 1
m m 1< 12
g [} M 10
1 [T 10 4]
LT b1} i 3
m L] LF U] L)

* T relimlibuy,
1. Nl oo 10 wmondles' pvirugr.

Bowpee; U5, Depovlnmnt of Agrlaione iod U3, Toegpin -
nupid of Lator. ‘v

old series on [nom population had indi-
pated a sizable withdrawsl of papula-
tion from farms, the new series show
thai che decline had been sven more
rapid. On the busis of the former
series, farm papuletion declinad 4% mil-
lion in the deeads ending in 1060,
wherens the revised series show o drop
of 7.4 million. The preliminnry esti-
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maba for 1962 ig 14.2 million, a further
drop of 1.3 million in the subsequent
2-year period, Although tha farm pop-
ulation is now about ene-third smaller
than o deeade ago, it is significant that
the absoluie decline has shewn Do
glackeming. It bos held around ¥50,000
nnnually, mnd o recent yeors this has
been about 4 pereent of tho farm popu-
lation. The Departiment of Agrieultars
has estimated that theve is still con-
siderable disguised uneriployment on
farme smownting te the esquivalent of
more than 1 million full-time workars
who ars not nneded for furin work.

The reduction in [armv population 13
quite releciive a8 to ape-Froups and
implies rother fundomentz]l changes.
The sharpest reduection in nga groups
on farme hag ocewred in the 20-20
year-old classes, despita & continving
Lighar proportion of 15-19 yeor-alds
than in the nonfarm population. The
migrants from farms linve besn con-
centratad it the young adult group—
around 20 yvears of age. In genernl, as
the young people [vom the faving antoe
the labor force, they go directly to
nonfarm joba and nonfarm residence
without first taking fnrm emnployment
nod later transforring o nonfaem jobs.
The sharp decline in the number of
young odults on farms in the 20-29
age group has also Lrought o decline
in the traditionally high lasym birth
rate. Thus, in 1960, the proporiion
of children under § years of age was
lower on forms then jo urbon sreas,
wherens the proportion 3% veors of
age was Jarger in form than in urban
nrens and the 10-19 age group was
considerably larger in farm arees.

Decline in farm-operctors
Perbups, the most surprising aspect

of the dechne m fann smploFmet o
that the number of hired workers in

Table 3.—Percemt Digtribution of 10.9.
Populativn by Age, by Residence, 1960
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apviculture has shown no appreciable
change in the past 15 years during
which period the npumber of [arm
operators hns dropped by a hall. The
approprinte figures are shown in tnble
4, based upon the copsus saries (how
publishad by the Department of Labor)
in which workers are classficd by their
principal employment. The Depart-
ment of Apriculture series, whick in-
tludes sl pari-time farm employinent,
shows the snme gonernl trend in this
reepect, although the total nvmber
reported doing some fartn work is
pebstentially higher than the slassifi-
sation of the censue of those whose
principal ocoupation B in  farming
Mention Lns been made that the de-
cline in favms hes occurred chiefly in
small and low-output farms. Sosh
forna have few hived workers. Sines
the larger farme have nat reduced their
employment of hired workers, all of the
decline in [arm employment has thus
occurred in the sslf-employed or farm-
operator group wnd in éhe unpaid
fomily workcer group.

A pnrt ol the declive in farm popula-
tion and in the npmber of {arms iz
stiributabla Lo a somewhat more restric-
tiva definition of o Cnrm, but the sub-
stnntive chonge iz that less productive
farms hnve ceased agricalbwral opera-
tionz sk o rapid rate in the post decade,

FARM WNYESTMENT HIGH
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Specifically, the former small-senle fnrm
operntors have sold the chickens and
milk cows nnd quit forming generally to
take nonlaron jobs or occupations as
port of the ineransed specialization in
agricudéurs.  The number of farma with
either milk cows wm chickens dropped
pidly in the 5-yenr pariod 1954-69,
and for the decade such farms declined
chout 50 percent. This decrense in
numbers has brought about n consider-
oble incrense in the nverage spala of
farm aperntions.

The nuymber of farms with enles of
less than $2,500 annually deckined by
nenrly ome-third betweon 1954 amd
1958, from 2.7 million to 1.9 million,
using the 19564 definition of a fagm, or
to 1.6 million on the basis of the new
definition. The totnl number of Iarme
with sales of over $2,500 wna relatively
stable, with o decine of about one-
fourth in the number with sales of
$2,5800 to $5,000, Ltfle change for the
$5,000 to $10,000 snles group, and a
visa of more than one-third in {hose
with soles of over $10,000. The rising
proportion of [arme with higher anles
reflecta 0 sharp rise in sales por comn-
merciel {orm during this period aa well
as soma consolidation of [arms. An
additionn] chonge is o very large vise in
lepsing of additional lend by form
owners in order to obtain a lneger and
ususlly lower-cost opernting unit.,

Scale of operations increases

The increase in scale of operations is
perhaps most clearly seen in a com-
porison of changes in production of corn
by size of farm during the decade of the
fiftien, Betwesn 1949 and 19569, corn
horvested [or prain incrensed 13 percent
to 3.7 billion bushels in the latter year.
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For all Iatin groups of less than 80
aeres in size, there were apprecinble
declinez in sutput during the decnds,
raaging from a drop of over 50 poreent
for those of leas than 10 acres to n 15
pereent decline in output for the 70 to
B0 acrs proup. For the middle-size
group Trom 100 to 180 neres, chnnges
in sutput were generally small, with
soins decline in the lower part aned some
riga in the upper range. For the group-
inge of farme sbove 180 aeres, increnses
in output were congidarably above nvers
age, as the following tibulation shows:

Sire of imcreana
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Form investment stays high

While the use of manpower on farms
hos declined, there Lins been o high rate
of capital investment tlhroughout the
poetwar period. With the development
of the new annunl estitnntes of corpo-
rate and manufacturing GNP,' a econ-
pavizon mey 10w be made betwesn farm
augd nonfarn capital espenditure in re-
lation te output in ench of these sectors,
68 shown in the chart on page 27. In
the povied since 195G, farm copital in-
vestment bins ravped between 16 and
20 percent of farm GNP, In the pust
2 years, it has been 1% pereent. Al
though well below the peak rate reached
in 1958, it 12 about avorage for the
postwar period.

Nonfarm corporate oapitnl invest-
ment hng besn running befween 10 and
13 percent of corporate GNP during
the smme pariod, reaching a peak in
1957 and ranging lower in subsequent
yoars., Manufucluring eapital invest-
ment in relation to manmufncturing
GNP s been quite similnr to corporata
throughout the perod.

Opa reason for the hipher rate of in-
vestment relafive to outpul iu farming
a8 againat nonfarm industries is siply
& reflestion of tlhe fnet that niore eapital
iz used per wnit of cutput in farrmng
a8 conipared with nonfarm activities.
Since the lata 1920°8 gross stocks of
daprecinble capital in agriculture hnve
increnssdl coneiderably more than oul-
put, in contrast Lo the nonfarm trend,
which Dos shown o declining stoek-
culput valio. The use of a net stock-
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output ratic gives varying results,
ranging from no change to o slight in-
creasp, depending on the depreeintion
varipnt vsed to derive net stocks® In
this particnlar instance the gross stocks,
whieh show the grector inerense in ngri-
culture, sppeny to be a somewhat close
meszure of capital in use,

Foreiga Trade

{ Continued from pege 23)
4, an indiction that such items were
sither {1) too insignificant to shiow sep-
urntely since they amounted to less than
$2.5 million during any one of the four
hall-year perigds; or {2) were volued ab
more than $2.6 million end less than
$10.0 million, but changed by an insig-
nificont ameunt (less than $1.5 million
Irom 1962 to the lowest or the Lighest
of the tiree preceding years). Passen-
gor car exports were mmong the few
notuble erceptions, since thelr perlorm-
ance in the first ball of June 1262 tepped
that of each of the preceding Jonumry—
June perioda.

Lull in transport equipment

The third major export eategory dia-
tinguished by ite relntively poor showing
in 1962 was commercisl transportation
equipment. Exporte of trueks in Janu-
ary-June wers, in faet, the lowest fop
any comparable period ginee 1950, ro-
flecting n decling in shipments of almost
evary individunl type and size. Truck
end bus tives, and raibway equipment
were also in greatly reduced demond.
Although airerali exports  eontinued
lirga in the firat hall of 1862, they have
sinca declined Mrom this high rate to
the lowest value since carly 1959.

Parts for assembly rising

The sutomobile industry's record
axports of parte for mssembly during
1962 provide an illuslrafion of skl
another significant development in our
export tride—the prowing tendency on
Lhe paet of a pumber of demestio manu-
[acturers to supply loreipn demand Mrom
assembly and other mannlueturing fieil-
ities abroad rather than from facilities
in the United States. Thie trend mny
be in part nn indication that lor
somae procduets the cost of Juber used in
such operntions nvernges lower abroad

k. Bey "Expanelon of Flaal Ruslneas Copilol in the Tatled
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than in the United States. Buta much
more significnnt (astor is the mounting
wall of [oreign restiictions encountered
by Amarican manulnebursre—tariffa,
grchurpes, quotas—which sevarely limit
ot antiraly probibit the importstion of
complete units. .

Unfertunately, both passenger cor
snd trosk parts for assembly are in-
cluded in o single “busket” export
clnssification. Hence to what axtent
the decline in expocts of trucks may
have been componzated for by an in-
creass in exports of tuek parts for
assembly sunnot be determined.

Tha rizge in axporta of trooter parts
and the degline in axports of completed
tractore (ses third sectiom of table 4)
may olso constituta clozely rolated de-
velopments, Moreover, at lenst port
of our relatively ligh exports of paris
for producie such as pumps, typewriters,
ndding mashines, and agrieuitural mn-
chinery—listed in Seetions I and II of
the table—wns undoubtedly destined
for sesembly plents abroad.

U.8. machinery aide buildup of
competing Industrlar alwoad

Although the major contribution of
[1.3. eapital equipinent exportas to the
buildup of basic manufacturing indus-
tries abrond iz well known, the relation-
ahip betwean anch exparts of techno-
lopically advanced or  custom-huilc
equipment nnd o exporia of other
goods is perhaps less clenrly defined.
The datn in table ¢ afford soms inter-
esting ovidence heaving ¢n this very
impovtont tie-in,

Ta cite an axample—~oireulor hosiery
knitiing moehinvery oecupies a promi-
nent place among the numerous indi-
vidual dynomic axport performers with-
in the specialized industry machinery
grouping. By way of contrast, our
exporte of nylon hosiery which ns
recently ns 1955 Lad nmounted to $17
million, have sitnce beeowne so low thai
they did not warrant separate identifi-
cadion in table 4. Similar contrasiing
movements are shown in the inbla fo
exporls of colion lextile machinery and
colton iextiles; plestic mpnulscturing
machinery and polyethylene resins;
rubber munufacturing machinery aud
synthelic rebber; and rubber tire aud
tube building machinary and rubber
tires and lobes. '



